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AlternativeOptimal SocialOrders
JAN TINBERGEN*
The structureof theoptimalordershouldbefoundby scientificanalysis.
Stateof theartshiftsovertime.Marx'sscientificsocialismwasbasedon sciencea
centuryago;it mustbeadaptedaccordingly.
Laissezlave wasbasedon too simpleassumptions.Collectivegoodsand
marginalwelfareequalityrequireStateintervention.Level of decision-making
must be supranationalin some fields. Controversialpoints and the'research
neededtoreducecontroversiesarelisted.
INTRODUCTION
Bythesocialorderof ahumansocietyletusunderstandthesetof institutions
whicharetheframeworkinwhichhumanlifeisproceeding.Examplesof institutions
aregovernmentsat variouslevels,schools,andchurches,butalsomarkets.Each
institutionhasanumberof tasksandactsaccordingtocertainrules.Theserulesare
setby the society'sauthorities,therulersof thenationor otherpoliticalentity
(e.g.province,or groupofnationsunitedbyatreaty).Anoptimalsocialorderisone
consideredthebestamongvariousconceivableorders.Onewayor another,the
optimalorderis believedto maximizesocialwelfarewithintheconstraintssetby
nature,knowledgeorcreed.Examplesofconstraintsareproductionfunctions;these
mayreferto thelawsof ~aturewhichdeterminethegrowthofwheatortothelaws
of technologywhichdeterminethequantityof irontobeobtainedfromironore,
scrapandcoalinablastfurnace.
In differenthistoricalperiodsor in differentnationsat thesametimewe
observedifferingsocialorderschosenasthebest.Industrialcountriesaround1850
hadanordercloseto "capitalism"or "laissez[aue"; at present,countriesunder
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communistrule havean ordercloseto "socialism"or a "centrallyplanned"
economy.Manyleast-developedcountrieshaveanordercalledfeudalism,andsoon.
Therearealsomanymixed,sometimes"dual",orders.
Thepracticalshapingof socialordersis largelydoneby politicians.Descrip-
tionandanalysisof socialordersarethetasksofscientists;andvariousciencesdeal
withvariousaspectsof theorders.Sociologistsdealwithgroupbehaviourandrela-
tionsbetweengroups.Lawyersdealwiththecontentof therulessetbytheorder's
institutions.Politicalscientistsobserveandanalyse.thebehaviourof politicians.
Economistsstudytheuseof scarceresourcesfor optimallysatisfyinghumanneeds,
andsoon. .
It is alsopossiblefor themethodsin usein onescienceto beappliedto the
problemsdealtwithby anotherscience.Sucha procedurecontributesto whatwe
call interdisciplinaryresearchand may lead to an enrichmentof the sciences
concerned.
In thisarticle,the followingfour mainsubjectswill bedealtwithin four
correspondinglynumberedsections:
1. A discussionof theroleascientifictreatmentof theoptimalsocialorder
mayplayin internationalunderstandingand,throughit, incontributing
topeace;
Sketchof aninterdisciplinaryt eatmentof theproblemof the optimum
socialorder,usingtheeconomicmethods;
Themajorcontroversialpointspertainingtothistreatment;and
Someremarkson theempiricaldataneededto helpdecision-makingi
thesecontroversies.
1883.Hecouldnotknowaboutnuclearenergyandarmament;neithercouldLenin.
Today'sgenerationmustdothescientificprocessingof thesenewdevelopmentsall
byitself,usingtoday'stateof theart.
Oneaspectcharacteristicof Marx'sworkremainsimportantanyway:a scien-
tific treatmentof theproblemsfacedby today'sworld,andinparticularbytoday's
superpowers,i superiorto a treatmentbasedon personalor groupinterests-
whetherbusinessinterestsorrulers'interests.If weadvocatemorefreedom,inwhat-
eversense,thestrongwill profit at the expenseof the weak.If wederiveour
solutionsofsocialproblemsfromaphilosophyfavouringtheweak,i.e.thosewhoare
suffering,therewill bea changeto theadvantageof theweak.An Islamicorder
prohibitinginterestonloansmaybeanexample.Anarguments artingfrompersonal
or groupadvantages,however,will alwaysbelessconvincingtotheotherpartythan
a scientificargument.In thatsense,a scientifictreatmentwill bemorehelpfulto
buildingbridges.It presupposesa trulyscientificattitudeon bothsides,thatis a
willingnessto acceptheevidenceof empiricalfactsandtruecuriosity.Suchatti-
tudesare,moreover,in theinterestof thediscussantsinvolved.Theyhaveagreater
chanceofpersuadingothers.
2.
2. THEPROBLEMOF THE OPTIMUMORDER,APPROACHED
BY ECONOMICMETHODOLOGY
1. ROLEOF SCIENTIFICTREATMENTIN
INTERNATIONALUNDERSTANDING
As announced,we will makeanattempto sketchoutan interdisciplinary
treatmentof theproblemof theoptimalsocialorder.Thisimpliesourusingpartsof
a varietyof sciences:amongthemarepsychology(sincehumanpreferencesand
humanattitudesareinvolved),pedagogics( inceschoolswill beamongtheinstitu-
tionsto beconsidered),biology(sincefoodproductioncomesin),physicsandtech-
nology(sinceprocessingof mineralsentersthepicture),andso on.Ourscientific
procedurewill beinspiredto a largeextentbyeconomicmethods,partlybecause
economicaspectsareimportant,butpartlybecauseaneconomistcannothelpusing
economicmethods,and,finally,becausein somerespectseconomicsi aheadof
othersocialsciences.
As in manysciences,we will baseour sketchon a processof diminishing
. abstraction.Thisisnotanecessity,buthassomexpositoryadvantages.Politicians
and economistshavehistoricallypassedthroughvariousphasesparallelto our
process.
If onlyindividualgo'odsexist,orarepreferredbymembersof thesociety,and
if thesecanonlybeproducedby processesshowingdiminishingreturns,it canbe
shownthata maximumof socialwelfare,definedasthesumtotalof individual
satisfactions,willbeattainedbyasystemofmarketswherefreecompetitionprevails.
Suchmarketshouldexistfor allgoodsandforallproductionfactors.Production
processesincludetheproductionof humancapital,thatisvariouskills,for which
3.
4.
Scientifictreatmentof anyproblemis a "dated"activity.Scienceis in a
permanents ateof developmentandwhatwasconsideredscientificin 1700wasnot
consideredscientificanymorein 1900.Sciencepassesthrougha successionof
"statesof theart"andthebestwecandoif wewantto deal"scientifically"with
someproblemis to usethelatestknown"stateof theart"of thesciencesapplied.
KarlMarxclaimedtohaveintroduced"scientificsocialism"in contradistinctionto
"utopiansocialism"as describedor analysedby someof his predecessors.The
scientifictreatmentof aproblemisseentobeatvariancewithanintuitivetreatment
or a treatmentin thelightof theinterestedpersonsor parties.Assuch,it ismore
convincing,closerto "thetruth"and,hence,superior.WheninterpretingMarx,we
mustnot forgetthathewrotemorethanacenturyago.Hewasunableto usethe
resultsof scientificresearchobtainedafter1883,or theeventsthattookplaceafter
4 Jan Tinbergen Alternative Optimal SociJJl Orders
5
alsomarketsexist,andincomesmaybe seenasthesumtotalof thepricesof the
quantitiesof skillsofferedonthelabourmarket:cf. [3]. Thesocialordertypically
wouldbeataissez-fa;reorder,withoutagovernmenteven.
A nextstepin ourprocedureof diminishingabstractionconsistsof theintro-
ductionof collectivegoods.Neglectingdetails,weconsider,tobeginwith,theirmain
characteristicthatconsumptionof somequantityof a collectivegoodbyperson1
doesnotreduceatall itsconsumptionpossibilityforotherpersons,2,3,etc.Well-
knownexamplesareTV broadcastsandsimilarformsof information,andcleaningof
theenvironment,and(althoughinaslightlymorerestrictedform)thepolice.Collec-
tivegoodscannotbeexchangedonamarketandthedecisionabouthowmuchof
eachshallbeproducedmustbetakencollectively(i.e.byparliament).So,herenew
institutionsareneeded;in the simplestcase,a parliamentanditsexecutive,the
government.
Furtherrefinementsmay consistof the introductonof non-transportable
goods:buildingsand location-boundservices(retailtrade,local transportation,
elementaryschools).Theygiveriseto semi-<:ollectivegoods[2] andto lower-level
governmentsa additionalinstitutions.
A majorproblemaboutcollectivegoodsis: Whichportionof thetotalpro-
ductionshouldbedevotedto them?In concretepoliticalanguage,thisis apartof
theproblemof thesizeof thepublicsector.A partofthisproblemisthepropensity
to evadetaxeswhichsetsa limit,orat leastcreatesa trade-off,withregardto that
size.
becomemuchmoreproductivethanis usuallyassumed.Theframeworkof this
sketchdoesnotallowfurtherelaboration,butthisitemontheagendaof future-
andurgent- researchshouldatleastbementioned.
3. CONTROVERSIALPOINTSIN THEPRECEDINGSKETCH
In orderto maximizesocialwelfare,conceivedasthesumtotalof individual
welfares(orsatisfactions),marginalwelfarefromincomehastobeequalizedamong
individuals.This requiresan institutionof incomeredistribution,suchastaxes,
subsidiesandsocialsecutity.
Technologywill notalwaysmakeavailablediminishingreturnsto scale.In-
creasingreturnsto scalemayimposethenecessityof two-partpricing(asappliedby
publicutilitiesandtransportation).Theinternationalndinterregionaldivisionof
labourin anoptimalworldorderwillbedeterminedtoalargeextentbythecapital-
intensityof transportable(andhencetradable)goodsandservices:cf. [7].
A lastaspectin thissketchisthephenomenonof externaleffectsof human
decisions.A modernexampleis environmentaldamage,whichmayaffectthewel-
fareof peoplenotinvolvedindecision-making.Foramaximizationof socialwelfare,
decision-makingshouldbeextendedto includeall theaffectedpersons(usuallyby
representation).Thus,environmentalprotectionactivitiesshouldbedeterminedata
governmentallevelhighenoughtokeepexternaleffectsnegligible.
A majorinnovationof politicalscienceis neededwith regardto military
conflicts.Muchmoreweightshouldbegivento theeconomicaspectof war.Since
theeconomiceffectof warhasbecomeincreasinglynegativeandfarmorenegative
than,for instance,erroneousocio-economicpolicies,anti-militaristactivitieshave
Asstatedearlier,a largenumberof controversialviewsexistonthetheoryof
theoptimalorder.A selectionwill sufficeto showtheextentanddegreeof dis-
agreement.
Thedefinitionof socialwelfareasthesumtotalof theindividualwelfaresof
all citizensmaybethefirstto beselected.For theadditionof individualwelfares
of allcitizens,thiswelfaremustbemeasurable.Manyeconomistsandpsychologists
doubtor denythismeasurability.Thosewhodenymeasurabilityin effectmaintain
theimpossibilityof equalizingmarginalutilityandsohaveto findanotherbasisfor
incomeredistributionwiththeaidof taxes,subsidiesandsocialsecuritysystems.
Thisalsoimpliesthattheyhavetofindanotherbasisforadecisiononthesize
of thepublicsector.Incommunist-ruledcountriesit isbelievedthatthereshouldbe
a verylargepublicsectorandthatmarketshouldbereplaced,to a considerable
extent,bycentralplanning.In othercountries,preferenceisgiventoasmallpublic
sector,becausepublicenterprisesandservicesaresaidto belessproductivethan
privateenterprises.Theadvocatesof marketsandprivate nterprisespointto the
negativeffectof bureaucracyontheoverallproductivityof theeconomy.Those
in favourof a systemof progressivetaxespointto theinequityof theincomedistri-
butionin theabsenceof suchtaxes,whereasthoseagainstsuchtaxesfearareduction
of savingswhichwouldreducetherateofgrowthof theeconomy.Thisargumentis
counteredby theproponentsof highandprogressivetaxeswhopointto thepossi-
bilityofcapitalformationbytheState.
Increasingreturnsto scalewill automaticallyeadto largeenterprises,which
implieshighproductivity.Theymayalsoleadto monopoliesandthesearesub-
optimal. Two-partpricingconstitutesa possibilityof maintainingcompetition,
however.
Largedifferencesof opinionprevailon theoptimalinternationaldivisionof
labour. Thesuggestionthatlabour-intensivendustriesbelocatedin lessdeveloped
countriesandcapital-intensivendustriesindevelopedcountriesisoftenopposedby
lessdevelopedcountriesbecausein labour-intensivendustriesincomesperemployee
arelowerthanin capital-intensiveactivities.Thisargumentoverlooksthefactsthat
labour-intensiveindustriescreatemoreemploymentper unit of capitalthanthe
capital-intensiveonesandthatdevelopingcountriesufferfroma highscarcityof
capital.
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A numberof economistspoint to other characteristicsof industrieswhich
shouldbe takeninto account,sometimescalledtheproductcycletheory:technolo-
gies to producea givengood passthrougha cycle runningfrom simpleto more
sophisticatedonesandfinishingwith standardizedautomation.
Anotherwayof characterizingthesevariousphasesof technologyis to consider
the complexityof the product [1]. The two theoriesarelessdifferentif onetakes
into accounthumancapitalasa formof capital. Themorecomplexproductsrequire
specialskills, which constitutehumancapital,andthis, too, is scarcein lessdevel-
opedcountries.
4. EMPIRICALDATANEEDEDTOREDUCECONTROVERSIES
Opiniondifferencesamongeconomistsaswellasthoseamongpoliticianscan
bereducedif moreconcretenumericaldataareavailable.Questionsofproductivity
differencesbetweenpublicand privateactivitiesrequiremeasurementof their
productivities.Similarly,differencesin capitalintensitybetweenalternativet ch-
nologies,too,canbecheckedbyempiricalresearch.Whereasaconsiderablequantity
of thistypeof informationis availablealready,it is lackingin othercasesandin
particularfor thenewestindustriesaroundelectronicsandtheirapplication.Pro-
grammesof technologicalresearchcanbe formulatedrelativelyeasilysincethe
conceptsinvolvedareclear.
Lesseasyaretheprogrammesona numberof psychologicaldata.Beginning
withthesimplerissuesagain,thepreferencesforindividualasdistinctfromcollective
goodscanbemeasuredfromwell-formulatedquestionnairesaskingwhetheranex-
penditureof Rs. 1000on icecreamor coca-colawouldor wouldnotbepreferred
to theexpenditureof anequalamountortschoolingfacilities,abridgeorahighway
(tobespecifiedastolocation,qualityandsoon).
Themostdifficultpartof empiricalresearchconcernsthepossibilityof mea-
suringindividualwelfare.On thisissue,anexpandingscientificliteratureis avail-
able,inspiredby a seriesof measurementscarriedout by ProfessorB. M. S.Van
Praagandcollaboratorsof the Universityof Leiden,The Netherlands[4].A slightly
differentapproachasbeenfollowedbythisauthor[5;6]. It is in thisareathata
vastresearchprogrammeshouldbedesignedto obtainbetterdataona numberof
capabilitiescharacterizinga sampleoftheactivepopulationofsomecountryandthe
capabilitiesrequiredto satisfactorilyperformin thejob theyhold. For onecapa-
bility (yearsof schoolingcompleted)wenowhavedata;forothercapabilitiesonly
verylimitedinformationis accessibleto scholarsworkingin thisfield,butpresum-
ablypersonneldepartmentsof largeenterpriseshavesuchmateriaLSomepublic
opinionpolls,too,havecontributedinformation.Herewearecloseto thefrontier
of thesciencesinvolved.
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